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Dear Applicant:

n.of exemption from federal ;. come tax:

(the ;Code") as an organization described in
ive concluded that you do not -

ur.conclusion is set forth below. -

We have considsred your ap_lication fo
under secticn 501(a) of the Internal Revenug/(
section 501(c)(3). Based on the information’st
qualify for exemptior: under that.section.;The,

o SN
ble and educational purposes, including the
Xer pto ganizations under Section

You are organized diﬁde;
making of distributions to organizat at.qu
501(c)(2) of the Code. . . ‘.- i

Your bylaws provide that your spéciﬁé purpase is to seek out capital contributions from
persons in the United States to provide loans of small amounts (microcredit) to families inagge

Pl .

; You will raise funds from individuals and institutions in the United States in the form of

N loans. You will provide lenders with options regarding the amount of interest to be paid on their
vy loans. The larger the loan amount, and the longer the term of the loan, the more interest the

lender can receive. You expect that promissory notes will carry maturity periods of two to five.

years and carry interest rates between®% and@% annually. At this time, however, no loan

agreements have been entered into, .- . 0t

The funds you receive from lenders in the United States you will lend, in tum, to an

intermediary organizaticn in Initially, that intermediary will be

i \ turn, will re-lend those funds to oth.r

. You expect that any contract and loan agreemwnt with
will-rec uire that end money only to, fin oria'nizations that meet certain

social development and financial criteria. 'Your intent is thaf nd to non-profit
microfinance organizations that operate primarily in rural areas and that make microcredit loans
primarily to poor women. You expectNSullllto perform due diligence on potential borrowess,
select microfinance organizations to receive loans, and monitor and service the loans!

i .




T e ettt oo vt it

will require microfinan

~ funds,

The r.'hic:?oﬂné,q’c:e?brgan tidns
to . Interest rates. chargec

microfinance organization and will be hig 3 ] .
microfinance organization for. higher ov osts and credit ris €  lending to
microenterprises. You, yourself, will not select. - itor any
loans that are ultimately made,

You will disseminate funds ‘
with a new promissory note with its own te
will recoup by ch?arging the microfinance or

You will use the interest paid byﬂ
nited St

Yyou pay to your lenders in the U
services to you. o ' )

Section 501(c)(3) of the Code provides fo emption ;frém Federal ,inébﬁiéitax of

- organizations organized and operated exclusively for charitable Urpq_.se_s.;; e

‘B8 negotiated
! Interest annually, which it

appropriate rate of interest.

on costs, including interest _

 management fee for its

Section 1.501(c)(3)-1(d)(2) of the Income Tax Regulations (the "regulations”) defines the
term "charitable” as including the pramotion of social Welfajt,e_py;p_rga_ni.’.ations designed to
relieve the poor and distressed, or the underprivileged; ta les: '
eliminate prejudice and discrimination, or to combat co m

.

@ssen neighborhood tensions, to
ity deterioration.

Rev. Rul. 67-149, 1967-1 C.B. 133, describes an ofganization that was formed for the . o

Rev. Rul. 68-489, 1968-2 C B. 210, provides that an organization wil not jeopardize its
exemption under section 501(c)(3) of the Code, even though it distributes funds to nonexempt
organizations, provided it retains control and discretion over the use of the funds for section
501(c)(3) purposes. S L ‘_

#,. In Rev. Rul. 71460,:1971-2 C'8. 38+, 2 den
frdm Federal income tax un‘qer section 501(c)(3)

qualifying as an exempt organization underthat section: The same con
even if all of the organization's ‘charitablq g_qtivities‘were‘ carried on in fo




- Rev.Rul 68-117;1968:1 C B;
- help poor rural inhabitants of deve
-Social and economic deyelopme;

. the furnishing of expert g
. Mhthods tiup-to-date
. Organization assists in arra
- repayment schedule.- The org
nutrition, food preserving, an
dilapidated housing at a cost
programs with an' emphasis on pre
derived mainly from contributior
By raising the living standards of n
markets and credits, teaching modern, ,
assistance, the organization Is Tifithering charit:

- exempt from Federal‘lr\“come._.tax under section

rporation formed to

Your sole activity'is to collact fu S
those funds to r some other interme:
cannot claim exemption under the reasoning
recognized as an exempt o‘rganiz_a'tion under ion’
is no provision in any tax treaty,betwe.e'rpﬁthe_,Un_ited States a
recognition of each country's charities on a reciprocal basis.
of funds tob or any other microfinance of lzatio
charitable activity. A Likid

ecau is not
the Code, ‘Furthermore, there

ill Include criteria for
rofinany that will
Screen and select loan recipi=nts ag well as monjtor and service the loans. Additionally, the
funds you lend to-ill not be lent by directly to microenterprises but, instead, to
other microfinance organizations selected by Itis those microfinance organizations that

Even if - and the other microfinance organizations were considered tobe your
agents in providing funds directly to microenterprises, the lending of macney to the poor at rates
that are higher than ordinary commercial interest rates would not be considered a charitable
activity were it carried out in the United States, L

. Likewise, such activity Is not charitable when
conducted outside the United States. Consequently, you do not qualify for exemption under the
reasoning of Rev. Rul. 71-480, supra. » L o , B

Insofar as you do not conduct charitable a"_c':tivitié;‘ﬂi'ré'cﬂy in ., 'ydu are unlike the
organization described favorably in Rev. Rul. 68-117, supra, ‘That organization not only

arranged credit for poor farmers at reasonable rates, but also provided training and guidance

Programs in farming, public health, and home‘econqm_,ig_:s'at no cost to the recipients.
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